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appropriate.—(A) Mandatory recalcula-
tion. If the bedroom size distribution 
calculated by the PHA produces a 
weighted average bedroom size that 
differs by more than .02 from the 
weighted average used by HUD, the 
PHA shall recalculate its FY 2000 
FHAEL using the two-bedroom base 
average national operating cost pro-
vided by HUD. 

(B) Discretionary recalculation. If the 
bedroom size distribution calculated by 
the PHA produces a weighted average 
bedroom size that differs by less than 
.02 from the weighted average used by 
HUD, the PHA may recalculate its FY 
2000 FHAEL using the two-bedroom 
base average national operating cost 
provided by HUD. 

(ii) Comparison of FHAEL to AEL. The 
PHA shall compare its FHAEL with its 
approved FY 2000 AEL. 

(iii) If the PHA’s FY 2000 AEL is less 
than or equal to 85% of its FHAEL. If the 
PHA’s FY 2000 AEL is less than or 
equal to 85% of its FHAEL, the PHA 
shall use its FY 2000 AEL for purposes 
of FY 2001 subsidy determinations 
under the Operating Fund Formula. 

(iv) If the PHA’s FY 2000 AEL is greater 
than 85% of its FHAEL. If the PHA’s FY 
2000 AEL is greater than 85% of its 
FHAEL, the PHA shall use 98.64% of its 
FY 2000 AEL for purposes of calcu-
lating its FY 2001 subsidy determina-
tions under the Operating Fund For-
mula. 

(v) Inapplicability of AEL reduction to 
certain PHAs. The AEL reduction de-
scribed in paragraph (e)(4)(iv) of this 
section does not apply to the PHAs of 
the Virgin Islands, Puerto Rico, Guam 
and Alaska. These PHAs will use their 
FY 2000 AELs for purposes of FY 2001 
subsidy determinations, regardless of 
whether the PHA’s AEL is greater than 
85% of its FHAEL. 

(vi) Cap on AEL value reduction. In no 
instance shall a PHA subject to an 
AEL reduction, reduce the FY 2000 AEL 
value used in calculating its FY 2001 
AEL for purposes of operating subsidy 
determinations to a value less than 
85% of its FHAEL. 

(f) Flood insurance adjustment for FY 
2001. To simplify the calculation of op-
erating subsidy, the AEL computation 
for the PHA’s fiscal year beginning in 
2001 will include an additional step fol-

lowing the determination made in ac-
cordance with paragraphs (a) through 
(e) of this section: the AEL per unit 
month derived in accordance with 
those paragraphs is to be adjusted by 
adding the flood insurance charge per 
unit month, as reflected in the last 
HUD approved subsidy calculation for 
FY 2000. This adjustment is a one-time 
permanent adjustment made only in 
FY 2001. However, if the flood map is 
revised at a future date, HUD will ad-
just the AEL for the affected PHAs in 
accordance with this paragraph.

§ 990.106 Transition funding for exces-
sively high-cost PHAs. 

(a) Eligibility. If a PHA’s Base Year 
Expense Level exceeds its AEL for any 
budget year under the Operating Fund 
Formula, the PHA may be eligible for 
Transition Funding. 

(b) Amounts. Transition Funding 
shall be an amount not to exceed the 
difference between the Base Year Ex-
pense Level and the AEL for the Re-
quested Budget Year, multiplied by the 
number of Unit Months Available. 

(c) Reduction in transition funding. 
HUD shall have the right to dis-
continue payment of all or part of the 
Transition Funding in the event HUD 
at any time determines that the PHA 
has not achieved a satisfactory level of 
management efficiency, or is not mak-
ing efforts satisfactory to HUD to im-
prove its management performance.

§ 990.107 Computation of utilities ex-
pense level. 

(a) Computation of the utilities expense 
level. The PHA’s Utilities Expense 
Level for the requested Budget Year 
shall be computed by multiplying the 
Allowable Utilities Consumption Level 
(AUCL) per unit per month for each 
utility, determined as provided in para-
graph (c) of this section, by the pro-
jected utility rate determined as pro-
vided in paragraph (b) of this section. 

(b) Utilities rates. (1) The current ap-
plicable rates, with consideration of 
adjustments and pass-throughs, in ef-
fect at the time the Operating Budget 
is submitted to HUD will be used as the 
utilities rates for the Requested Budg-
et Year, except that, when the appro-
priate utility commission has, prior to 
the date of submission of the Operating
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